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_ Star-News Staff Writer

By the middle of July, as a Russian
buying team quietly snapped up huge
quantitics of U.S. wheat and as a “spy”
prepared to break the news to the
world, Secretary of Agriculture Earl L.
Butz was tantalizing U.S. farmers with
visions of massive corn sales to the
Soviets,

On July 11, in a speech before a
farm group in Baton Rouge, La., Butz
spoke of the recent $750 million credit
-arrangement with. the Rugsians,

He speculated that if Russia took
‘the entire $750 million in corn, “which
we-don’t expect them to do,” it would
“be “10 percent of our record 1971 corn
crop.”

On July 18, Butz gave the same
speech in Oshkosh, Wis., and again the
inference was.that the bulk of the Rus-
sian sale would be in corn, It might be

., for more than the $200 million minimum

credit purchase that the Russians had.
agreed to lake in one year, he added.

Three days later, the Russian buy-
ing team, headed by Nicolai Belousov, a
shrewd frader with, intimate knowledge
of the U.S. marketing system, flew from
New York to Moscow. During July, they
had purchased roughly one-sixth of the
U.S. wheat crop for about $500 million,
mostly in cash contraets.

ALTHOQUGH BUTZ told a sulcom-
mittee later that he also believed the
Russians might cventually buy some

wheat, he said he did not know in what
quantity. In early July, he explained,
nobody was falking:
“Nobody knew then.—neither the
- Department of Agriculture nor the trade
—just how much the Russians would
buy. The export traders were not telling
cach other. . , . The exporters did not
" tell the Department of Agriculture. Nor
. were the Russians talking.”

Because of the secreey that sur-
rounded the team’s negotiations with
six US. grain trading companies, even
close observres of the U.S. wheat mar-

- ket in July would have had little inkling

"that the largest wheat sale in history
was underway.
) Between July 11 and 27, the key ex-
“port price, the price of wheat loaded
on hoard a vessel at a Gulf port, hov-
iered around $1.76 a bushel. Some days
« it was a penny or two higher, some days
»a cen tor two lower,
L. Meanwhile, the U.S. traders who
“sold to the Russians quietly walked a
tightrope. None of them, according io
-testimony and interviews, was sure how
much the Russians may have purchased
from competitors.

An

“the mark olit€ “depchded
(erecy. Companies that had sold far more
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“wheat than they owned, a position called
-“short on wheat,” were playing a cau-
“tious hand, hoping not to jar the fragile
structure of the market while phasing
buying schedules gradually upward,

Meanwhile, farmers in the southern
part of the U.S. wheat belt were harvest-
ing and selling their wheat, often for
prices around $1.29 a bushel. Routine
USDA wheat reports mailed to farmers
predicted a large supply of wheat would
be. on hand.

THERE WAS, however, at least one
man who was tryirg to explode the
tranquility of the marketplace, He called
~himself John Smith and, on July 15, he
:made the {first of a long series of phone
calls to the Milling & Baking News, a
Kansas City trade publication.

.

¢ Although it selis only about 6,000

-copies of a weekly magazine and issues
about 1,000 copies of a supplemental
daily grain report, the Milling & Baking
‘News is considered by many to be the
“Bible” of the grain trading business,
Several hundred copies go overseas.
John Smtih spoke with a crisp
British accent. In his conversations with
Ahe magazine’s editor, Morton I. Sos-

/

land, Smith sald he was an editor of

London’s “Financial Times.”

“I have a scoop {or you,” he repeat-
edly told Sosland. The scoop was that
the Russians had bought 5 million tons of
‘wheat from U.S, traders.

Sosland remembers “sitling down
hard” and wiping his brow. He couldn’t
believe it. “At a time when no one had
even said in the press, or even hinted in
markets, that the USSR was going to
buy any significant amount of wheat . . .
5 million tons was an unthinkable, stag-
gering total,” he explained. later,

In a wide-ranging, half-hour conver-
sation with Smith, Sosland eame to the

-conclusion that Smith had a depth of

knowledge about thg U.S. grain market
‘“that is not found very often in the
American grain industry, much less in

- Europe.”

Nevertheless, Sosland decided he -

would “sit” on the story until he could
confirm it with U.S. industry sources. In
the days that followed, while Susland’s
staff made fruitless attempts to confirm
the sales, Smith sometimes called sev-
eral times a day with the news that Fi-

nancial Thoes was about to print the .

story. <

OFTEN, Smith’s phone calls lasted
up to a balf-hour, le talked about

severe setbacks in the Russian wheat,

harvest and said the sales would send
U.S. market prices up over $2.00 a bu-
shel, Sosland began to wonder whether
he really was a reporter or an edifor,

““He knew foo much to be either,” he

decided.
On July 31 Smith let Sosland in on
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The total Russian purchase was now .

approaching 7% million tons and the
Russians were back fo buy still more be-
cause they had learned the Chinese were
entering the market for U.S. wheat, he
added.

Toward the end of July, perhaps on
the same day, a man who called himself
John Smith and spoke in a erisp British
accent called Reuters’ Washington news
bureau and asked for Reginald Watts,
the bureaw’s commodity reporter.

<+ 'Pold that Watts was on leave, Smith -

identified himself as one of Watls’
sources and said added that he knew that
the Russians had bought at least 25
million tons of U.S. wheat. He urged
that Reuters put the story on the news
wires before other wire services learned
ahout it,

The bureau called Watts at home

and Watls attempted to call Smith at a
number he had left with the bureau.
. "It was a phony number, some
Puerto Rican family in the Bronx who
knew nothing of any wheat business,”
Watts recalled.

While he was wondering who Smith
was, Smith called the bureau again,
anxious to know whether Reuters had
run the story. Smith warned an editor
that “Reggie Walts would be flaming
mad"” when he learned they hadn’t.

THE BURFAU called Watts and -

gave him another number that Smith

had left. It turned out to be another -

wrong number in the Bromx.

«  Smith, whoever he was, was right
about the Russians® return. It is not yet
clear why the buying team came back.
Some agricultural experts believe that
the true extent of the damage to the

Russian winter wheat crop from drought
was not known until harvest in late July.
. Watts, who eventually helped break
the story of the Russian sale after check-
ing with trading sources, later forgot
about the Smith call, until he read the

Sosland stovy.

“ITt was just another of those cranky

things, I thought,” he added.

Smith, wheever he was, was right

about the Russians’ refurn.

It is not

yet clear why the Russians returned,
some agricultural experts believe that
" it was not known until late July, when
the Russian winter crop was being har-
vested, how scverely adverse weather

conditions had impaired its guality.

At 9 am. on the 3ist, the phone
rang in Cargill's Minneapolis headquar-
ters, It was Leonid Kalitenko, Belousov's
assistant. Could Cargill's negotiators
come to the New York Hilton as soon

as possible?

Carpill’s vice president, W, B. Saun-
ders and other company officials ar-
rived in Manhatitan that afternoon. By
the next morning, Cargill had sold an-

other million tons.

Rumors of the Russians’ return buzz-

ed throughout the prain export industry,
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